1OO                                    MR*    BALDWIN
has always been jealous of his reputation for national integrity- He sees that, in spite of years of banking and international finance based on security, even national credit springs fundamentally from national character. He has really always known this in his heart. He knew Disraeli was right when, in Sybil, he condemned our system of "Dutch*' finance, and said we were mortgaging industry to protect property. The evidence is even stronger now. "Security*' is proving itself useless. England wants to pay. This is as true to-day as it was when Mr. Baldwin correctly interpreted the desires of the average Englishman in 1922.
That settlement meant that we were to pay the American holder of Liberty Bonds not more than 3^% while at the same time we were paying our holders of War Loan at the rate of 5%.   The contracts were essentially the same, and so far as payment was concerned the people differed only in their nationality and place of residence.   Scaling down War Debt, reduction of interest, or any other method of dealing with the problem cannot logically be advocated for the external debt if not applied also to our internal debt-  There is, however, this to be remembered: it would be a definite benefit to Eastern America, with its export trade, if the debt were cancelled, as each payment reduces the purchasing power of its customers,   But it would be exactly a similar benefit to English production if our internal debt were cancelled*   Our productive interests cannot be successful until the burden of taxation is reduced.   At the moment nearly half our annual expenditure goes in payments of War Debt. This burden is largely borne by the producer. Before we can ask the Eastern-American to consider the benefit which he would receive from cancelling the debt, we should prove the benefit of such an action to him by applying the principle of cancellation at home*
The Middle-Westerner is unlikely to accept reduction or cancellation on any other basis. He had not the Easterner's direct interest in the War, and he subscribed individually